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APPENDIX. 



ITALIAN FINANCES FROM 1860 TO 1884. 

IiY ALANSON BIGEIOW HOUGHTON. 
II. 

a. from 1866 to 1880. 

We have now traced the financial history of Italy down to 
the time when affairs reached a culmination in suspension. 
For the rest, it remains for us briefly to consider first the 
course of events until 1880, and then the measures taken in 
1881-83 to secure resumption. 

The one political event during the period 1866-80 which 
concerns us is the occupation of Rome in 1870. From this 
time on there was an end to the great political questions that 
had so long been prominent in Italian life. For fifty years 
the radical parties * had been striving to make Rome the capi- 
tal of a new Italy. The Franco-German war gave the long- 
coveted chance. France had too much on her hands to 
interfere. And scarcely had the red breeches of the French 
troops been seen marching out of Rome, when the Italian 
troops came marching in. Rome was annexed to the kingdom 
and became its capital, and the Roman debt f was assumed 
and consolidated by the State. 

The legal limit of the paper circulation t before the suspen- 
sion had been merely the provision that the National Bank, 
the National Bank of Tuscany, and the Tuscan Bank of Credit 
could issue paper to three times the amount of their specie 
reserves, the Bank of Naples and the Bank of Sicily issuing 
only certificates of deposit. After the suspension, the two 

* H. v. Treitschke's Historisehe und Politische Aufsibtze, p. 390. 

t Bullettino Ufflciale, 1883, p. 815 et seq. t Sachs, V Italic, pp. 599, 600. 
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latter were permitted to issue to twice the amount of their 
specie reserves ; and in October, 1866, the right of a triple 
circulation was extended to the Bank of Naples. 

By the decree of May 1, 1866, a forced circulation was 
given the notes of the National Bank in all the kingdom, and 
to the notes of the Bank of Naples and of the Bank of Sicily 
in the Neapolitan provinces and in Sicily respectively, and 
later in the month to the notes of the two Tuscan banks 
within the Tuscan provinces. These banks, excepting the 
National Bank, were required to set apart at once and retain 
as an inalienable reserve at least two-thirds of their specie, and 
the National Bank was directed to furnish them gratuitously 
with its notes to an equal amount. A distinction was made, 
therefore, in that, while the notes of the National Bank had 
a circulation throughout all Italy, the notes of the other banks 
could circulate only within certain defined limits of territory. 
The National Bank was instructed to advance to the State, on 
deposit of securities, its notes to the amount of 250 mil. These 
notes were not to count as part of the bank's authorized cir- 
culation : they formed a separate debt, and became the first 
instalment of what later grew to be the very considerable 
amount of the government paper currency. Obviously, the 
notes of the National Bank played an important part in these 
transactions; for, in addition to their other functions and 
privileges, they formed in fact a State paper currency as 
well.* 

An effort was made by the Government to hold the amount 
of its paper indebtedness at 250 mil. ; but the pressure became 
too strong to be resisted, and after 1867 the amount grew 
steadily larger. Scialoja declared t to the Committee of In- 

* Unfortunately, the decree made no provision for the case of a withdrawal of 
the small coin, since the forced circulation was given to the paper of the denomi- 
nations already in existence, and the smallest note issued was for 20 lire. Nat- 
urally, as soon as the suspension was decreed, all the coin forming the subsidiary 
circulation instantly disappeared. This created at once a great need. In order to 
take the place of the small silver pieces, many savings-banks, pawn-shops, and 
other institutions of credit in places where the scarcity made itself most felt, put 
out small notes equal in denomination to the metallic types that had disappeared. 
These notes received no authorization by law. But they were a necessity ; and by 
virtue of this fact they multiplied and circulated without authorization. Vide 
Journal des ifconomistes, March, 1873, p. 431. 

t Inchiesta, vol. iii. p. 472, Scialoja's testimony. 
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quiry that he had not intended to make use of the forced 
currency heyond the limit of the 250 mil. necessary for the 
war : he believed, indeed, that payments in specie would be, 
in whole or in part, resumed in 1867. In that year, an effort 
was made by him to secure gold for this purpose ; but his 
attempt was met by complete failure. In the succeeding year, 
Scialoja's successor, Ferrara, tried the same experiment, and 
with the same result. After this time, the problem of lifting 
the cor so forzoso became the one great problem* for each 
succeeding minister. 

The amount of paper money crept steadily higher and 
higher, until at length it became evident that the issue must be 
restrained, and the law f of the 30th of April, 1874, was passed. 
Down to this time, the conditions under which the banks could 
issue were decidedly lax. The only limit fixed to the issue of 
notes was that they should bear a certain proportion to the 
metallic reserves, while the amount of the metallic reserves 
was left quite undetermined, and this, in the words % of M. 
Fouriel, was " not liberty, but license." The law of April 30 
is of the very highest importance, in that it was the great pre- 
liminary step towards resumption. By this law the issue of 
notes was strictly confined to six banks of emission, — the five 
former banks of emission and the Roman Bank.§ These six 
banks were to form a syndicate, known as the Consorzio, 
which should furnish to the treasury notes not to exceed in 
amount one million of lire. The Consorzio was to make and 
renew these notes at its own expense, in return for which ser- 

*Cf. Sachs, L'ltalie, pp. 603-616; also, Mesures Proposies pour V Abolition du 
Cours Ford: Expos* des Motifs et Projet de Loi presente a la Seance de la 
Chambre des Deputes du IB Novembre, 1880, par M. Magliani, Ministre des 
Finances (et du Tresor interim) de concert avec M. Miceli, Ministre de l'Agricul- 
ture, de l'lndustrie, et du Commerce, Rome, 1881, pp. 15, 16. I have throughout 
this article referred to the French translation of this report, as being more gen- 
erally available than the Italian original. 

t Those portions of this law which were not afterwards repealed by the law of 
April 7, 1881 (vide p. 396 of this article), may be found in the Bullettino Ufflciale, 
1883, pp. 289-295. Cf. also Dictionnaire des Finances, publie sous la direction de 
Leon Say, pp. 314-347 ; Sachs, L'ltalie, pp. 610-614; and Cucheval-Clarigny, Les 
Finances de l'ltalie, pp. 8, 9. 

t Revue Internationale, August, 1884, p. 671. 

§ Formerly the Bank of the Pontifical States. 
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vice the State agreed to pay on them a small annual tax of /„ 
of one per cent, for the first four years, and of -fa of one per 
cent, afterwards. The notes were to have a forced circulation, 
as by the decree of the first of May, 1866, and the banks 
jointly were to be responsible for them, the government on 
its part securing the banks by a deposit of titres of the pub- 
lic debt. These notes were to replace the notes which the 
State had previously received ; and the separation of the State 
paper from the notes of the National Bank was thus made 
complete. Further, the notes issued by the banks on their 
own account were to continue to be a legal tender as before 
for two years more, — this duration of time was afterwards 
again and again extended, — but they were to be redeemable 
either in specie or in Consorzio notes. The maximum of the 
note circulation was put at three times the paid up capital, 
estimated for each bank from its amount * on December 31, 
1873 ; but at least one-third of the notes in circulation must be 
secured by metallic money, and the remainder by discounts 
and advances on titres. This served to fix the total note issue 
at a maximum of 755 mil. Special provision, however, was 
made by which the State in times of commercial distress or of 
extraordinary need could raise this limit ; but the total amount 
of the supplementary notes could never exceed fa of the cap- 
ital, and the time during which they might remain in circula- 
tion could not exceed three months. The law was very 
ingenious. Besides separating the notes issued for the State 
from the notes of the National Bank, it put the paper circula- 
tion within limits, which, while checking any abuse the banks 
might make of their power of private issue, were at the same 
time not iron-bound. And, by forcing the banks to redeem 
their notes either in specie or in notes of the Consorzio, it 
kept the private issue of notes on a par with those issued for 
the Government. In reality, the notes of the Consorzio alone 
now had a forced circulation, the notes of the separate banks 
being redeemable either in specie or in Consorzio notes, and 
so having a legal circulation only. 

* Annuario Statisttco Italiano, 1878, Parte II., pp. 115-121. 
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The growth of the paper circulation during the period now 
under consideration is exhibited in the following table,* the 
amount of both government and bank notes being shown : — 

Year. For the State. For the Banks. Total. 

31 Dec, 1866 250. 

1867 250. 

1868 278. 

1869 278. 

1870 445. 

1871 629. 

1872 740. 

1873 790. 

1874 880. 

1875 940. 

1876 940. 

1877 940. 

1878 940. 

1879 940 
30 Sept., 1880 940.' 724.9 1,664.9 

These figures disclose at once the effort made by the State 
to keep down its borrowing until 1870. From 1870-75 there 
is a sharp increase ; and, from 1875 on, the amount stood at 
940 mil. The circulation of the banks, on the other hand, 
following more closely the natural demand, shows a steady 
growth during 1867-69, although this increase is by no means 
as rapid as that of the State notes from 1870-75. 

Two points are to be noticed in connection with the paper 
currency, — the premium on gold, and the course of the rente 
at home and abroad. 

The premium on gold was a heavy burden for Italy. Ac- 
cording to Magliani, Minister of Finance after 1876, Italy paid 
a discount,! owing to the depreciation of her paper money, on 
exports and imports of 10 per cent. ; and this discount went 
up, at times, even to 16 and 17 per cent. Even as late as 
1879, when the possibility of a speedy resumption of specie 
payments became strong enough to be felt in the markets, 
there is no sign of a falling premium on gold. As time goes 
on, however, between the maximum and minimum rates t there 
is less difference, and the fluctuations are not so great : — 



Year. Average. Maxim. 


Minim. 


Year. 


Average. 


Maxim. 


Minim. 


May, 1866 7.81 20.50 


1.25 


1 May, 1874 


12.25 


16.95 


9.50 


1867 7.37 13.40 


4.87 


1875 


8.27 


10.80 


8.15 


1868 9.82 15.15 


5.20 


1876 


8.47 


9.65 


7.25 


1869 3.94 5.72 


2.02 


1877 


9.63 


13.75 


7.65 


1870 4.60 12.10 


1.72 


1878 


9.42 


11.00 


7.90 


1871 5.35 7.30 


3.85 


1879 


11.19 


14.80 


9.00 


1872 8.66 14.95 


6.70 


30 Sept., 1880 


10.53 


13.05 


8.75 


1873 14.21 17.65 


10.00 










* Metures Proposed, pp. 18, 


86. 


t Ibid., p. 14. 


t Ibid., p. 


4. 
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The credit of the State, on the whole, beginning with 1868, 
steadily rose. We may see this by examining the price of the 
Italian 5 per cent, consolidated * in Italy and in Paris, taking 
the average rate year by year, remembering that the Italian 
price is in paper and the French price in gold : — 

Year. Italy. Paris. Tear. Italy. Paris. 



Cal. y'r 1866 


65.22 


65.46 


Cal. 


y'r 1873 


70.75 


63.03 


1866 


56.64 


54.08 






1874 


70.00 


65.24 


1867 


53.32 


50.02 






1875 


75.11 


71.61 


1868 


55.20 


51.03 






1876 


75.49 


71.60 


1869 


57.12 


55.42 






1877 


75.03 


70.43 


1870 


57.13 


54.23 






1878 


78.79 


73.94 


1871 


62.83 


60.84 






1879 


85.60 


78.99 


1872 


73.82 


68.36 


7 Oct. 


,1880 


90.85 


84.42 



In the years covered by this table, a great change had come 
over the holding f of the Italian funds. In 1865, for instance, 
33.8 per cent, of the consolidated 5 and 3 per cents., or 78 mil., 
were held by foreign creditors; in 1875, only 17 per cent., or 
52 mil., were in foreign hands ; and in 1879 only 19 per cent., 
or 63 mil., were held abroad. But, besides this, it will be 
noticed that after 1874 the 5 per cents, were higher in the 
French market than in 1865; and after 1876 the general 
upward movement becomes strong and firm. 

It is evident that so long as the expenses exceeded the 
receipts, so long as continual recourse must be had to borrow- 
ing at home or abroad, so long the State could not permanently 
get rid of the forced currency. " The essential condition," 
declared Magliani,J " for putting an end to the corso forzoso, 
is that the budget should not only be in equilibrium, but show 
an excess of receipts." This equilibrium was not established 
until 1875. After that date, the receipts exceeded the expen- 
ditures, and definite steps could be taken towards resumption. 

The budget § history from 1866 to 1880 falls naturally into 
three periods, — the first extending from 1866 to 1870, the 
second from 1871 to 1874, and the third from 1875 to 1879. 
We may say a word concerning each : — 

(a) 





Seceipts. 


Expenditures. 


Deficits. 


1866 


617.1 


1,338.6 


721.5 


1867 


714.5 


928.6 


214.1 


1868 


768.6 


1,014.4 


245.8 


1869 


870.7 


1,019.6 


148.9 


1870 


866.4 


1,080.7 


214.3 



*Mesures Proposies, p. 17. t Sachs, V Italic, pp. 486, 487. 

% Mesures Proposies, p. 18. §Armuarlo, 1884, pp. 1055-68. 
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The first period was very gloomy, and during it Italy sank 
to perhaps the lowest level she was forced to touch. In these 
five years the aggregate deficit amounted to 1,550 mil. Rente 
averaged 55.46 at home and 52.96 in Paris, frequently falling 
to 45 and even lower; and such a price of course made an 
appeal to public credit impossible. Accordingly, the measures 
to combat the deficits fell directly on the people, and were 
necessarily severe. The most rigid economy was observed ; 
every expense not absolutely necessary was refused; and a 
watchful saving was carried into even the minuticB of every 
department. While the outgo was thus held nearly at a mini- 
mum, the income was increased regularly from year to year. 
Various means were employed to this end. The State paper 
money went up in amount from 250 mil. in 1866 to 445 mil. in 
1870. The suppression of the religious corporations and the 
liquidation of the ecclesiastical estates furnished a steady, 
though not over-large, income. But the real stress fell on the 
taxes, which, especially those on consumption, were either 
raised or extended in a very great degree. Some of the prin- 
cipal tax-yields * were, in mil. of lire : — 
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1866 


39.13 


28.25 




11.42 


26.06 


18.31 


4.77 


85.51 


56.18 


64.82 


1867 


40.78 


74.87 




13.72 


27.33 


25.46 


4.23 


93.88 


66.17 


71.32 


1868 


40.40 


2.22 




12.87 


36.46 


26.61 


4.56 


94.87 


72.17 


72.77 


1869 


43.82 


81.25 


24.05 


13.88 


34.72 


27.00 


5.77 


98.75 


71.32 


79.11 


1870 


44.34 


64.89 


30.10 


17.96 


34.45 


27.60 


5.80 


99.39 


72.66 


72.37 



In the face of the pressing needs, the grist-tax, by far the 
most unpopular tax that could be laid, was decreed in 1868 ; 
and, although its product fell far short of what was expected, 
yet the 24 mil. in 1869, and the 30 mil. it yielded in 1870, 
could not be spared by the State. All in all, the total tax-yield 
increased from 637 mil. in 1865 to 801 mil. in 1870. 

Receipts. Expenditures. Defieit. 
(6) 1871 966.9 1,040.9 74.0 

1872 1,014.0 1,097.6 83.6 

1873 1,047.2 1,136.2 89.0 

1874 1,077.1 1,090.5 13.4 

* Mesures I'roposies, p. 40. t Sum of sales. 
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The second period makes a strong movement for the better. 
These were the years of great speculation, — a speculation 
which, in spite of its excess, seemed to breathe the breath 
of life into Italian credit and industry. The banks, for in- 
stance, carried up their loans from 464 mil. in 1870 to 846 mil. 
in 1874.* The aggregate deficit for four years was only 260 
mil., — less than the deficit of any single year from 1860-66. 
Here, as before, one will notice that the expenditures, except- 
ing the panic year 1873, rise but slightly, while the receipts 
increase steadily and rapidly. Some of the principal tax- 
yields again were, in mil. of lire : — 
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1871 


48.94 


72.03 


43.91 


20.32 


38.99 


30.95 


0.71 


104.96 


74.02 


81.40 


1872 


50.22 


79.21 


58.48 


24.07 


47.36 


33.55 


8.20 


111.56 


76.06 


87.89 


1873 


68.02 


90.27 


64.35 


22.15 


49.12 


34.51 


6.04 


116.61 


76.31 


96.71 



1874 68.13 87.96 68.88 23.80 50.11 34.68 9.45 119.00 77.93 100.56 

These figures, however, do not tell the whole truth. The 
circulation of the State paper went up in amount from 445 
mil. at the end of 1870 to 880 mil. at the end of 1874, — in 
other words, almost doubled; and this increase of 435 mil. 
was of course only a disguised loan. An open appeal to the 
public credit, as a glance at the course of the rente shows, 
was quite out of the question. Still, this surreptitious borrow- 
ing was very objectionable, for it was subject to the ruinous 
discount of a depreciated paper currency. 



(«) 



The third period marks the change from a deficit to a sur- 
plus. These five years show an aggregate surplus of 114 mil. ; 
and, although the expenditures now began to force themselves 
up year by year, the receipts show a steady increase, which 
more than counterbalanced this growth. The credit of the 
State showed a marked improvement. Rente, which had 

*Mesures Proposies, p. 53. 





Receipts. 


Expenditures. 


Surplus. 


1875 
1876 
1877 
1878 
1879 


1,096.3 
1,123.3 
1,180.8 
1,191.6 
1,228.1 


1,082.4 
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1,157.9 
1,177.1 
1,185.8 


13.9 

20.4 
22.9 
14.5 
42.3 
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stood for the year 1874 at about 65 in Paris and at 70 in Italy, 
rose in 1879 to 79 in Paris and to 85.60 in Italy. Consider- 
able improvements were entered upon. The need of more 
and better organized railways in particular was severely felt, 
for the old lines, utterly insufficient in themselves, had been 
laid down with an eye mainly to provincial needs, and were 
generally unfitted for national purposes. The State had been 
active since 1870 in building, but a still further scheme of 
construction was now entered upon. In 1876, the Left finally 
secured a sweeping majority in the Chamber; and after this 
we hear no more of ministerial weakness in the treatment 
of the finances because of insufficient or doubtful support. 
The Left came into power with free hands, and set itself 
earnestly to solve the two great problems, — the abolition of 
the grist-tax and the redemption of the forced currency. 
The latter was at this time impossible. Italy was not yet in 
a position to deal with so great a financial question as the 
transformation of the currency, and there was nothing but 
to wait and let affairs take their course. The task of doing 
away with the grist-tax, however, was entered upon in earnest ; 
and the end of the period marks the first step towards the 
lifting of this most obnoxious burden. The leading tax-yields 
were, in mil. of lire : — 
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1875 55.95 93.09 76.64 27.14 

1876 54.93 97.26 82.52 24.88 

1877 55.80 99.19 83.14 27.37 

1878 56.34 95.81 83.54 28.46 

1879 61.45 96.78 75.48 25.49 

Looking at the years 1866-79 as a whole, we see that, with 
the exception of the year 1873, the expenditures do not reach 
1,100 mil. until 1876, and that in 1879 they are only 1,186 
mil., as against 928 mil. in 1867. The receipts increased each 
year, 1870 excepted; and from 1867 to 1879 they show a rise 
from 714 mil. to 1,228 mil. 

A more detailed examination of the budget is for our pur- 
pose unnecessary. The one fact of importance is that the 
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equilibrium was established and maintained, and this the fig- 
ures above given abundantly demonstrate. But we will pause 
for a word of explanation concerning two features especially 
prominent in these years, — the treatment of the church 
estates, and the grist-tax, already mentioned. 

Concerning the former, there is little to say, for its im- 
portance is rather political and social than financial. In 
1862, as we have seen, a law* was passed by which all those 
church estates that had passed to the public domain by virtue 
of earlier laws were to be sold. At this time, the State still 
recognized those religious corporations and orders which had 
for their aim either education or the care of the sick. This 
recognition was now taken away. By the lawf of the 7th 
of July, 1866, all religions corporations and orders t were 
suppressed. Their patrimonies passed to the State ; and, in 
return, an amount of rente, equal to their annual revenue less 
the tax on mortmain and 5 per cent, for administration, was 
set apart in the form of a Fund for Worship, out of the 
income of which were to be paid pensions to the members of 
the suppressed orders, and the budget expenses for Catholic 
worship. This law reduced all monks and nuns to the condi- 
tion of ordinary citizenship. In the following year, by the 
law § of the 15th of August, 1867, the suppression was carried 
still further, and the liquidation of the church estates entered 
upon in extenso. The State now refused to recognize any 
institutions — abbeys, priories, chapters, or the like — which, 
under any title or name, were generally qualified for the 
purpose of worship. All the church estates, whether they had 
fallen under previous laws or not, were to be subject to an 
extraordinary tax of 600 mil., — an amount equal to one-third 
of their estimated value, — which was to be levied in part on 

* Annali di Statistica. Serie 2a, vol. iv. 1879. Notizie, Storiche, e Statistiche 
sul Riordinamento dell' Asse Ecclesiastice nel Regno d' Italia, pp. 16-44. Cf. also 
Legge sulV Amministrazione del Patrimonio dello Stato, e sulla Contabilita Ge- 
nerate, annotata dall' avvocato A. de Cutio. Torino, 1883. (See index.) 

t Ibid., p. 44 et seq. 

t Italy, Present and Future, A. Galegna, London, 1887, vol. i. p. 252: "In 
1865, . . . the Italian Kingdom still harbored within its boundaries 2,382 religious 
houses,— 1,506 for men, 876 for women,— with 28,991 inmates, 14,807 monks and 
14,184 nuns." 

§ Annali di Statistica, p. 53 et seq. 
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the rente set apart for the Fund for Worship, and, for the 
rest, on the value of the estates themselves. This meant, 
practically, the confiscation by the State of one-third of the 
value of the church estates. For the remaining two-thirds, 
the State made over in favor of the owners an amount of rente 
equal to their annual income, under the same deductions as 
before ; and the property fell to the government. Somewhat 
elaborate arrangements were made to facilitate the sale of the 
estates, but in spite of all efforts this necessarily proceeded 
slowly. 

These laws form the gist of all the legislation in regard to 
the church estates. By their application, the government 
managed to squeeze a considerable sum of money * out of the 
Church. From the law of August 15, 1867, a sum of 579.4 
mil. was secured ; from the law of August 10, 1862, for Sicily, 
117.4 mil. ; and from other laws, 76.4 mil. : in all, a nominal 
sum of 773.2 mil. was obtained. In fact, the yield was con- 
siderably less than this; for numerous deductions from the 
selling prices had to be made, so that on the whole, the re- 
sults were not of great importance.f The buildings, which 
answered well for convents and monasteries, were of little use 
for anything else : neither as schools nor as barracks nor as 
hospitals were they of much service. This is no place to enter 
into a discussion as to the ethics of the conversion of the 
church estates. The State needed money, and the conversion 
of the estates to its use undoubtedly afforded valuable aid. 
But, whatever the means by which the Church had acquired 
this property or whatever the influence of the Church itself, 
it can hardly be denied that the story of the treatment of 
the asse ecclesiastica is a somewhat shameful one for Italy.J 

The grist-tax (macinato) was first laid in 1868. For several 
years, successive ministers had been asking for it, — Sella in 
1865, Ferrara in 1867 ; but it was felt on every hand to be so 
objectionable because of its intense unpopularity, touching, as 
it did, the very bread that went into people's mouths, that 
the Chamber would not grant it. Still, every one believed 
that it would yield a large income ; and gradually this came to 

*Annuarlo, 1884, pp. 126, 127. 

t Cucheval-Clarigny, Les Finances de VltaUe, pp. i, 5. 

XlbUL., pp. 18-37; Sachs, L'ltalie, pp. 367-385; Annuario, 1884, Table VII. 
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be the decisive point. The opposition to it weakened in the 
face of the steady deficits and the depreciation of the rente, and 
finally, by a law of the seventh of July, 1868, the Chamber 
consented to its imposition. A charge of 2 lire per quintal 
was laid on wheat, of 1 lira on maize and rye, of 1.20 lire 
on oats, and of J lira on other cereals. The mills were di- 
vided into four classes, according to the amount of produc- 
tion ; and every miller paid a tax regulated, under conditions, 
by the number of turns of the mill-stone, to which a mechan- 
ical counter was affixed. The yield of the tax proved, how- 
ever, a great disappointment. Instead of the 80 or 90 mil. 
anticipated, the tax produced in 1869 only 24 mil. and in 1870 
but 30 mil.; and not until 1876 did the yield equal the 
estimated amount. On June 16, 1874, a further law was 
passed, by which certain reforms were introduced to bring 
about a greater exactness in measuring the production, and 
the tariff itself was somewhat altered. The tax on wheat was 
left at 2 lire per quintal; but that on the inferior cereals — 
oats, maize, rye, and barley alike — was put at 1 lira per 
quintal. After 1876, when the Left obtained their majority in 
the Chamber, vigorous efforts were directed towards abolishing 
the tax. The Sicilian deputies made the question a direct 
issue with the government. The Neapolitan provinces, which 
had paid but 6 fr. per head of taxation under the Bourbons, 
and had had their taxes more than sextupled under the new 
kingdom, put the grist-tax among their greatest grievances. 
At length, on the seventh of July, 1878, the Chamber decreed 
that the abolition of the tax should begin on the first of July, 
1879. The tariff on corn was lowered one-fourth (from 2 lire 
to 1 J lire), and the tax on inferior cereals was entirely done 
away; and the date for the total cessation of the tax was 
fixed for the first of January, 1883. The Senate, however, 
demurred. A strong feeling was shown against throwing 
away 80 mil., without any assurance of an equal revenue in its 
place; but, after some debate, the abolition of the tax on 
inferior cereals was acquiesced in, while the project for low- 
ering the tax on wheat was refused, and the restriction of 
time within which the tax must cease entirely was removed. 
The upshot was that the tax on wheat was left unaltered, and 
that on inferior cereals repealed. This was a change almost 
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for the worse instead of the better, for it was singularly unfair. 
Venetia, for instance, consumed 2.07 quintals per head of 
inferior cereals and only 0.53 quintals of wheat, while Sicily 
consumed 1.78 quintals per head of wheat and only 0.02 quin- 
tals of inferior cereals. The subject was immediately taken 
up again. The Minister of Finance, Magliani, showed that, 
owing to the fact that the budgets now yielded a normal sur- 
plus, by means of further taxation — notably on tobacco, sugar, 
coffee, and spirits — the repeal of the tax was both possible and 
desirable. And by a law* promulgated on the nineteenth of 
July, 1880, it was finally decreed that on the first of September, 
1880, the tax on wheat should be reduced to 1.50 lire per quintal, 
and after the first of January, 1884, should entirely cease. 

The general economic condition of Italy in the years 1866-80 
showed a steady gain. Credit was expanding, industry was 
rapidly developing, and even while the State finances were 
in their worst confusion there seems to have been a strong 
growth of production, and in trade of every kind. 

In her special commerce, as we have seen, Italy exported in 
1865 to the value of 558 mil., and imported to the value of 
965 mil. In 1879, the exports had grown to 1,101 mil., and 
the imports to 1,262 mil. There was still a balance of trade 
against Italy, but the relation of exports and imports had 
greatly changed. The value of the exports in 1865 was only 
56 per cent, that of the imports ; in 1879, it was 87 per cent. 
The exports had nearly doubled in value, making a gain of 
97 per cent., while the imports had gained but 30 per cent. 
We may compare this result with the fact that from 1867 to 
1879 the foreign trade of France increased only 32 per cent, 
and that of England 20 per cent. The results of the special 
commerce t were, in millions of lire : — 



* i i & 

I I f s" 

^t i§ K| R 

1865 965 558 —407 

1866 870 618 —252 

1867 f86 740 —146 

1868 896 787 —109 

1869 937 792 —145 

1870 896 756 —139 

1871 964 1,085 +122 

1872 1,186 1,167 —19 (to Sept.) 1880 

* Atmuario, 1881, p. 169 (Amministrazione). t Mesures Proposies, p. 26. 
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We may put this in another way.* In 1866, the amount per 
head (reckoned in gold) of imports was 35.52 lire ; in 1874, 
41.64 lire; and, in 1879, 40.22 lire. The amount per head of 
exports was : in 1866, 25.20 lire ; in 1874, 32.18 lire ; and, in 
1879, 35.06 lire. Or the average per head of imports in the 
years 1865-67 was 36.97 lire, and in 1878-80 was 37.71 
lire; while the average of exports was in the former period 
25.74 lire, and in the latter 34.69 lire. 

In manufactures,! if we consider how backward was Italy's 
condition, the growth was strong and noticeably steady. The 
silk industry has always been one of her most important 
pursuits. From 1860-65, the silk industry was so miserably 
depressed that revival seemed almost hopeless. A start was 
made, however; and, beginning with 1870, the progress was 
rapid. In 1880, there were more than two million spindles 
at work; and it is estimated that from 1870-80 Italy more than 
doubled her workers.^ The competition of Asiatic silks, too, 
had pushed the spinning and weaving to great perfection. 
Cotton spinning had likewise made a great advance. In 1865, 
the industry was almost at a standstill. There were scarcely 
30,000 spindles at work, and these in a poor condition ; and 
but one print factory was in existence. In 1880, over a million 
good spindles were at work, together with 70,000 hand-looms 
and 15,000 power looms, and the number of print factories 
had increased to four. The importation of cotton yarn fell 
in the three years 1877-79 from 136,000 quintals to 65,000 
quintals. In the construction of machines and of apparatus 
of all sorts, there were employed in 1872 about 26 mil. 
lire and 12,000 men; but in 1880 these figures had risen 
to 36 mil. lire, and more than 15,000 workmen. Indeed, there 
was scarcely a branch of industry to be found — excepting, 
perhaps, the wool industry — that did not show a similar 

*Atti Parlamentarl, 1881, p. 3541. Speech by Luzzati. 

tVide Mesures Proposies, pp. 47-51; La Statistica di Alcune Industrie 
Italiane, estratto dall' Archivio di Statistica, Anno IV., Rome, 1879, vide index; 
Annuario Statistico Italiano, 1878, p. 120 et seq. ; Saggio sul Commercio Esterno, 
terrestre e marittimo, del Regno d' Italia negli anni 1862-63, Firenze, 1865, pp. 
281-287; Sachs, L'ltalie, pp. 852-857, etc., etc. 

t Journal des Mconomistes, March, 1884, p. 373. The number increased from 
14,000 to 30,000. 
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advance. The most diverse branches bore witness to this. 
Paper-making had grown so that 80,000 quintals were ex- 
ported yearly; sugar-refining, though a new industry, prom- 
ised to supply the needs of the country soon ; and the distil- 
lation of spirits already provided for two-thirds the home 
consumption. 

It is to agriculture,* however, that we must look to see the 
most unequivocal signs of progress in Italy. In spite of a rapid 
increase of population,! Italy was able to import 119,000 tons 
of cereals less between 1875-79 than between 1861-65. This 
was due in part to the great improvement of agriculture, 
especially in the north, but in part also to the fact that a 
great mass of unproductive lands which had been lying idle 
had become productive, owing to the policy of the government 
of granting the land to those who were able to cultivate it. 
The exportation of cattle had largely increased. In the period 
1860-65, the exports exceeded the imports on the average by 
2 mil. lire ; while, during 1875-79, this average excess was 43 
mil. lire. The export of meat and poultry rose from 4,481 
quintals yearly in 1860-65 to 56,524 quintals in 1875-79 ; and 
that of eggs from 19,814 quintals to 231,857. The average 
export of hemp in 1860-65 was 135,000 quintals ; in 1875-79, 
it rose to 346,000 quintals. The export of garden products 
rose from a bare 14,000 quintals per year during 1860-64 to 
99,351 quintals during 1875-79 ; and, in the first nine months 
of 1880, it reached 143,911 quintals. In South Italy, not 
only the quantity rose, but also the quality, of the two great 
products, oil and wine. The average export of oil from 
1860-64 did not reach 341,000 quintals; from 1875-79, the 
export reached 748,000 quintals. From 1860-65, the importa- 
tion of wine about equalled the export, the imports averag- 
ing 250,000 hectolitres, and the exports 293,000. In 1879, the 
import did not reach 30,000 hectolitres, and the export 
amounted to 1,063,000. The export of fruit from 1860-64 
averaged 370,000 quintals, and from 1875-79 it reached 974,000 
quintals. Fruit culture occupied four or five times as much 
ground as twenty years before, and such land had risen enor- 

* Mesures Proposies, pp. 44-47; Sachs, L'ltalie, pp. 888-898. 

t Sachs, L'ltalie, p. 931. Population in 1861, 21.8 mil. ; in 1879, 28.4 mil. 
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mously in value. Around Sorrento, the price was about 
24,000 lire per hectare. 

This progress receives a striking verification in many ways. 
For instance, the savings of the country quadrupled in fifteen 
years. Such a rise, marvellous in itself, is still more marvel- 
lous when we reflect how busy during a part of this period 
industrial life had been, and how great the demand for invest- 
ment, and the amount put into fixed capital. The savings * 
were, in millions of lire: — 

Year. Amount. Tear. Amount. Tear. Amount. Tear. Amount. 

1865 224.9 1869 299.5 1873 476.0 1877 700.1 

1866 224.7 1870 352.6 1874 522.9 1878 767.9 

1867 237.7 1871 407.7 1875 699.6 1879 839.8 

1868 276.5 1872 465.4 1876 629.5 June, 1880 891.3 

Again, the loans of the banks f increased with great rapidity. 
For three of the six banks of emission they were, in millions 
of lire : — 



Tear. 


Amount. 


Tear. 


Amount. 




Tear. 


Amount. 


Dec, 1866 


212.1 


1871 


333.2 




1876 


392.9 


1867 


239.5 


1872 


433.7 




1877 


388.3 


1868 


232.6 


1873 


482.2 




1878 


391.5 


1869 


303.7 


1874 


440.8 




1879 


477.1 


1870 


296.9 


1875 


388.2 


Sept. 


,1880 


491.3 



If we put out of account the abnormal development of the 
years 1872-74, the growth becomes evident, the total amount 
having doubled between 1866 and 1880. In reality, the in- 
crease was even greater. For, if we now take resources of 
the same nature, $ furnished not only by the six great banks, 
but also by the ordinary banks of discount and deposit, by the 
people's banks, the savings-banks, and all other institutions of 
credit, we find that the amount doubled in ten years. 



Tear. 


Amount. 


Tear. 


Amount. 


1870 


464.5 


1876 


830.4 


1871 


566.1 


1877 


821.1 


1872 


821.5 


1878 


846.7 


1873 


868.3 


1879 


950.9 


1874 


846.4 


June, 1880 


977.1 


1875 


815.1 







"Mesures Proposies, p. 55. The savings in the sayings-banks for an earlier 

period than that we treat are very interesting. They are (Annuario StaMstico 

Jtaliano, 1878, Parte II., p. 108) : — 

Tear. Amount. Tear. Amount. Tear. Amount. 

1825 2.7 mil. 1840 18.9 mil. 1855 94.4 mil. 

1830 4.8 " 1845 38.6 " 1860 157.2 " 

1835 9.0 " 1850 40.0 " 1865 224.9 " 

t Ibid., p. 52. t Ibid., p. 53. 
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But the final proof of Italy's progress is to be found in the 
better condition of the laboring classes. Wages generally 
increase in a smaller degree and after everything else ; and in- 
crease in them, therefore, through a series of years is a strong 
evidence of vigor and prosperity. Wages increased steadily 
and considerably in Italy from 1865 to 1879, and this increase 
was real; for the price of the various articles of food and 
clothing entering into the laborer's consumption did not in- 
crease with equal rapidity.* Taking the year 1862 as the 
standard, and representing it by 100, the following figures 
show the progression from year to year: — 

fife it v 

1865 107.02 107.37 107.30 

1866 108.39 109.24 109.06 

1867 110.48 111.63 111.39 

1868 112.T6 113.41 113.27 

1869 113.41 114.98 114.66 

1870 117.16 118.06 117.87 

1871 121.80 120.60 120.79 

1872 124.06 126.67 126.23 

Especially noticeable and significant is the rise of wages of 
those employed in textile industries. The year 1879 was un- 
fortunate, and wages suffered in consequence ; but, taking the 
year 1878 for comparison, there is an absolute gain of a third. 
Curiously, the wages of these manufacturing hands do not 
show the results of the panic years 1873-74, but increase as 
steadily as before. This is to be accounted for on the ground 
that the manufacturing establishments f had been growing in 
a normal way. So great a need for them existed that any 
growth was welcome and normal. 

* Mesures Proposies, p. 52. 

■flbid., pp. 82-85. The inferiority of the Italians to the workmen of other 
countries is striking. "Take, for instance, a cotton-spinning mill, working 
20,000 spindles. An English factory of this size requires the services of 160 men, 
an Italian factory 300 men ; the English factory will turn out 30 kilograms per 
spindle, and the Italian 26 kilograms ; the cost of plant will be in England 800,000 
lire, in Italy 1,200,000 lire; the general expenses of the former will amount to 
80,000 lire, in the latter to 144,000 lire." The total sums paid in wages will be 
about equal in each. 
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b. The Resumption. 

Enough has been said, it is hoped, to show clearly how dif- 
ferent was the Italy of 1880 from that of 1866 and the years 
preceding. Much more might be said which for lack of 
space must be left unsaid. Still, the progress is evident. 
Was Italy, however, ready for the transformation of the cur- 
rency ? It was obvious that, even if a specie basis were obtained 
for a time, a steady drain of coin would necessitate a return to 
paper money. Would such a drain occur ? If gold or silver 
were brought into the country, would they remain there, or 
would they go back again across the borders ? 

Beyond doubt, Italy was advancing economically. Perhaps 
the tax-yields show best the state of the national wealth, 
and these * were 989 mil. in 1879 as against 474 mil. in 1866. 
The deposits in the savings-banks had increased from 225 
mil. in 1865 to 679 mil. in 1880. The deposits and running 
accounts,! with or without interest, held in banks of emission, 
people's banks, and institutions of credit, were rapidly rising ; 
and, besides this, a large amount of money had been invested 
in improvements of all sorts, and become fixed capital. In 
the matter of the budgets, the State, as we have seen, was 
on a sound basis. After 1875, the government receipts had 
exceeded the expenditures. Instead of any necessity for fur- 
ther borrowing, an opportunity was therefore offered to lighten 
the load of debt that had been growing so many years. 

One doubt remained. Ever since 1865, according to the 
customs-reports, Italy had bought more than she had sold. 
If this state of things continued, it was urged, the gold could 
not remain in Italy. The objection was quickly answered. 
It was plain, in the first place, leaving aside the fact that the 
foreign commerce of a country does not represent the sum 
total of its dealings with other countries, that the customs-re- 
ports were inaccurate. The customs-valuation was a mere ap- 
proximation, since the declarations of those interested in the 

*Annuarlo, 1884, pp. 1054, 1055. 
t Mesures Proposies, p. 57 : — 

1875 578.2 mil. 1878 739.2 mil. 

1876 628.9 1879 791.2 

1877 654.4 1880 (June) 877.3 
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trade had to be made the ground of computation. Again, the 
valuation was based on laws changed only at considerable 
intervals. But evidently a producer, by increased skill or by 
producing greater quantities, can largely reduce the price of 
an article without lowering the profits, so that it was entirely 
possible that the customs-valuation should be much greater 
than the real value. This reasoning explained away in part 
the problem offered by the foreign trade. The final and de- 
cisive argument was that based on the growth of the exports 
and imports themselves. Beginning with 965 mil. in 1865, as 
we have seen, the imports touched a maximum of 1327 mil. in 
1876, and then fell steadily away. Even in 1879, a particu- 
larly bad year for Italy and one in which the importation was 
very considerable, the imports fell to 1262 mil., or 65 mil. less 
than in 1876. The exports, on the contrary, beginning with 
558 mil. in 1865, rose to 1216 mil. in 1876, and then fell to 
1100 mil. in 1879. That is to say, while the exports nearly 
doubled in value in these fifteen years, the imports increased 
only about 30 per cent. Considering, therefore, the immense 
growth of the exports and the comparatively small balance of 
trade against Italy, together with the undoubted lack of accu- 
racy in the customs-reports, there seemed little reason for 
arguing from the customs-returns that Italy would not hold 
her own in keeping the gold. 

In a word, then, the country had shown its ability to preserve 
an equilibrium in the budgets ; the foreign trade was satis- 
factory, and growing more and more to the advantage of Italy ; 
and industry and commerce were thriving. There seemed, 
therefore, no valid reason why Italy should not make an effort 
to do away with the forced currency. The main question was 
how to get the gold and silver. 

Before proceeding to answer this, however, let us first con- 
sider how much specie Italy at this time possessed. The 
Minister of Finance, Magliani, estimated the complete total* 
of specie held in the country on September 30, 1880, to be, in 
millions of lire : — 



Gold. 


Silver. 


Alloyed 

silver. 


Bronze. 


Total. 


In treasury and banks, 101. 
In private hands, . 108. 


44. 

127. 


59. 
5. 


2. 

73. 


206. 
313. 



Total, .... 209. 171. 64. 75. 519. 

*Mtsures Proposies, p. 99. 
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The amount in the treasury and banks* was divided as 

follows: — 

Bold. Silver. Bronte. Total. 

Treasury, .... 33.94 37.66 1.35 72.86 

Banks, 67.43 61.87 0.69 133.02 

Total, . . . 101.40 102.43 2.04 206.87 

That held by the banks f again may be further reduced to 

the portions held by the different institutions : — 

Alloyed 

Gold. Silver. silver. Bronze. Total. 

National Bank of the Kingdom, 26.93 21.34 32.19 0.31 80.77 

Bank of Naples, 16.11 3.11 0.81 0.01 20.04 

National Bank of Tuscany, . . 3.46 0.26 .... 0.17 3.89 

Roman Bank, 6.93 3.07 — 0.20 10.20 

Bank of Sicily, 9.03 3.23 0.86 .... 13.11 

Tuscan Bank of Credit, .... 5.00 .... .... .... 5.00 

Total, 67.46 31.01 83.85 0.69 133.01 

The coin t held in private hands was of two sorts. The 
one, about 140 mil. of old money still out in the central and 
southern provinces, consisting of Papal and Bourbon coins, 
was estimated at # silver and £ gold. The other, calculated 
at about 100 mil., and used in commerce, was estimated at $ 
gold and £ silver. Together, these two sums may be stated 
approximately to be composed, as above, of 108 mil. in gold, 
127 mil. in silver, and 5 mil. in alloyed silver. 

A word of explanation in regard to the silver coinage is still 
needed. From 1862-68, Italy coined § in fractional silver 
(.835 fine): — 

Denomination. Value. 

2 lire. 30. mil. 

1 " 51. " 

0.60 <• 68. " 
0.20 « 7. " 

Total, 156 mil. 

When the forced currency was declared, this money almost 
entirely left the country, and found its way into the other 
States of the Latin Union, where, according to the Monetary 
Convention of 1865, it had a legal course. A small remainder 
went into the coffers of the State and of the banks. When 
the Italian government began to think of resumption, it nat- 
urally desired the return of its silver. Accordingly, by the 

*Afesures Propostes, p. 90. 1Ibid„ p. 91. tlbid., pp. 98, 99. 

§ Ibid., pp. 91-96. Vide also Atoneta e Corso forzoso, by C. F. Ferraris. 
Milan, 1879. 
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convention* of November 5, 1878, modified by thatf of June 
20, 1879, the other States of the Latin Union entered into 
agreement not to accept this money as legal payment after 
January 1, 1880, and to refrain from accepting it until the 
cessation of the forced currency. The silver would be retired 
from circulation by them and forwarded to the French Gov- 
ernment, from whom Italy, on her part, agreed to purchase it 
to the amount of 100 mil., paying therefor, either in gold or in 
silver 5-franc pieces. The dates at which France should send 
the money to Italy were arranged for : 13 mil. on January 1, 
1880; 17 mil. on December 31, 1880; and the remainder in 
three equal instalments payable at the end of 1881, 1882, and 
1883. These latter payments, however, could be anticipated 
at a discount. By the same convention, Italy, owing to the 
increase of her population, was permitted to raise the total 
amount of this coinage from the 156 mil., as agreed in the 
convention of 1865, to 170 mil. The amount in circulation in 
the other States proved less than was supposed, for the French 
government received in all but 79 mil. The condition of this 
silver circulation,^ then, on September 30, 1880, was : — 

a. In the Treasury, 25.01 mil. 

b. In banks : 

1. Temporary State deposits, .... 26.91 

2. Property of banks, 10.70 37.61 

c. Sum due from France, December 31, 1880, . . 16.94 

d. Sum due from France in next three years, . 49.09 

Total, 128^66 

e. Adding the increased issue authorized as above, 14.00 

Total, 142.66 

Turning now to the paper money, the total amount of 
the paper circulation on the 30th of September, 1880, was 
1,664.9 mil., of which 940 mil. was in Consorzio notes. The 
remainder, 724.9 mil., had been issued by the banks, and was 
divided § as follows : — 

National Bank of Kingdom 418.83 mil. 

Bank of Naples, 142.75 

National Bank of Tuscany, 46.55 

Roman Bank, 43.86 

Bank of Sicily, 29.05 

Tuscan Credit Bank, 13.89 

Total, 724.93 

* BuUettiTW Ufficiale, 1883, pp. 296-303. t Ibid., pp. 303-309. 

J Mesures Propostes, p. 94. § Ibid., p. 88. 
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The amount of paper divided according to denomination * 

ras : — 



Denomination. 


Consorzio Notes. 


Bank Notes. 


Total. 


Cent. 60 


11.1 mil. 


0.3 mil. 


11.4 mil. 


Lire 1 


39.0 


0.2 


39.1 


2 


63.7 


0.05 


63.7 


5 


201.9 


0.2 


202.1 


10 


243.5 


0.1 


243.6+ 


20 


50.3 


0.5 


50.8 


25 




0.8 


0.8+ 


40 




0.1 


0.1 


50 




129.7 


129.7 


100 


60.0 


195.1 


255.1 


200 




27.0 


27.0 


250 


86.4 


0.1 


86.6 


500 




241.1 


241.1 


1,000 


184.1 


129.6 


313.7 



Total, 940.0 724.9 1,664.9 

In fine, the entire circulation, both specie and paper, con- 
sisted of specie, 519 mil., and paper, 1,665 mil., making a total 
of 2,200 mil. lire. 

On the 15th of November, 1880, the minister, Magliani, 
presented to the Chamber, together with his searching report 
on the condition of Italy, a bill f for the removal of the forced 
currency. The bill was founded on the idea of preserving 
the actual condition of the Italian market by making no 
change in the amount of currency in use. First of all, the 
Consorzio was to be abolished, and the notes of the Consorzio 
assumed as a direct debt of the State. Magliani then pro- 
posed, in brief, to contract a loan of 644 mil., of which 400 
mil. should be in gold and 244 mil. in silver. This sum, he 
estimated, could be realized, without disturbance, in 5 per 
cents, at about 86 plus 1 per cent, for commission, transporta- 
tion, and expense of negotiation. Of this 644 mil., 44 mil. in 
gold were to be at once paid to the National Bank, to extin- 
guish an interest-bearing loan made by it to the treasury. 
The 600 mil. remaining would then be equivalent to two- 
thirds of the government paper in circulation, and would 
gradually replace 600 mil. of this. By this plan, the metallic 
circulation was raised to about 1,200 mil. and the paper re- 
duced to about 1,000 mil. Provision was further made for 
putting the circulation of the banks on a sounder basis. The 
National Bank, on September 30, 1880, had in circulation 449 

• Mesures rroposies, p. 88. t Ibid., pp. 145-150. 
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mil. in paper. By the receipt of 44 mil. in gold from the 
State, and by drawing on the reserves at its disposal for 22 
mil. more, the minister calculated that its paper circulation 
could be reduced from 449 mil. to 383 mil., reducing the 
total amount of notes issued by all six banks of emission 
to 660 mil. The legal circulation of the notes of these six 
banks, which, having been prolonged from year to year, was 
to cease on December 31, 1881, would be extended to the 
31st of December, 1883, at which time, it was hoped, the re- 
sumption would be begun, and would then cease. The 
method of redemption would be as follows : The smaller legal 
tender notes, — those of 50c, 1, 2, and 5 lire, — which had 
been put out to the amount of 315 mil., were first to be 
retired ; then notes of the denominations 100, 250, and 1,000 
lire would be withdrawn. Since, however, the sum of these 
latter notes in circulation amounted to 330 mil., there would 
not be enough specie to retire them all. Consequently, after 
the loan was exhausted, 46 mil. of them would remain out- 
standing ; but, as it was probable that some of the small notes 
would not be sent in for redemption, a part of the specie set 
apart for redeeming them would therefore be available for 
the redemption of the larger notes. The total amount of 
State notes in circulation after the proposed operation was 
concluded would be : in 10 lire notes, 243.5 mil. ; in 20 lire 
notes, 50.5 mil. ; in 100, 250, and 1,000 lire notes, 46 mil., — in 
all, 340 mil. lire. 

At 5 per cent., the loan would necessitate an annual interest 
payment of about 34 mil. Evidently, if the government could 
be sure of a surplus of 42 mil., as in 1879, the loan could be 
undertaken without difficulty. But, unfortunately, no such 
surplus could be relied on. In 1878, for instance, the surplus 
had been only 14 mil. The sum, however, was easily procur- 
able. Magliani proposed to raise it in part by the abolition of 
the corso forzoso itself. The Italian Government, as we have 
seen, suffered like any citizen from the weight of a gold pre- 
mium, since it had itself to make payments in gold. The 
abolition of the forced currency and the resumption of specie 
payments would, of course, do away with this expense. To 
this saving — at least 12 mil. — could be added 3^ mil. which 
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had been paid the Consorzio for the fabrication and renewal 
of the paper money. Here, then, was 15 mil. The minister 
now proposed a regulation of the pensions, by which certain 
considerable life annuities for civil and military service were 
to be transferred into consolidated debt ; and from this an 
immediate saving of 19 mil. was expected. The State, it is 
true, would lose by this the advantage of a gradual diminution 
of the charge by the extinction of lives, but it would make a 
present annual saving; and this was the point desired. In 
this way, the necessary 34 mil. was secured. Granting that 
these estimates were too large, and that they ought to be 
cut down to a much smaller figure, it must be remembered 
that the surplus of the budget has not been reckoned in, which 
would more than make good any deficiency. 

After the bill had gone through the hands of a committee, 
its provisions were warmly discussed* in the Chamber. It 
was contended that, while the financial and economic condi- 
tions of the country and the prospects of a general peace might 
seem to render desirable the abolition of the forced currency, 
yet the former had been disproved, and the latter was a hope 
rather than a belief. Further, the transformation of the pen- 
sion money into consolidated debt served merely to postpone 
a payment ; and, since interest on this sum must be paid, the 
country gained nothing. Then it was feared that a further 
issue of rente might depreciate that already issued, and that a 
moment of panic, as in 1866, might serve to bring the rente 
all back again into Italy. Finally, it was urged that, instead 
of redeeming only two-thirds of its notes in circulation, the 
Government ought to make the operation a complete one. 
These and other objections were brought up against the bill ; 
but, though urged with vigor, they had little effect. The bill, 
as modified by the committee, finally passed the Chamber by 
the overwhelming vote of 266 to 27, and, receiving no mod- 
ification in the Senate, was promulgated on April 7, 1881. 

The bill, as it became a law,f differed somewhat in detail 

AHA Parlamentari, first session, 1881. A good though brief summary of 
the debates is given in Pari. Doe., xeix., 1881, Sir A. Paget's correspondence; also, 
in Sachs, L'ltalie, pp. 631-644. Vide Provvedimenti per V Abolizione del Corso 
Fonoso : Discorsi del Mlnistro delta Finanze, pronunziati alia Camera dei Depu- 
tati, 14 e 15 Febbraio, 1881, Soma, 1881. 
t BulletUno Ufflciale, 1883, pp. 25-33. 
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from its original draft. Upon the dissolution of the Oonsorzio, 
all Oonsorzio notes of a denomination under 5 lire and over 
10 lire, and 105.4 mil. in 5 lire notes, were to be redeemed in 
coin and destroyed. The 10 lire notes and the remainder of 
the 5 lire notes, within five years from the date of the with- 
drawal of the other notes, were themselves to be withdrawn 
and destroyed, and their place taken by State notes in regular 
form, convertible into gold. For the present, their value was 
to be secured by a deposit of rente ; but the annual surplus 
of the treasury, available for the extinction of its debts, was 
to be devoted to the diminution of the State debt represented 
by them. The Government was directed, as before, to pay 
44 mil. in gold to the National Bank at least three months 
before resumption began. The legal circulation of the notes 
of the banks of emission was prolonged to December 31, 1883, 
although, even after this date, the Government was authorized 
to receive them. During the period of their legal circulation, 
however, the Government retained the power to regulate the 
rate of exchange between the six banks of emission and between 
the banks and the treasury ; but the regulation forbidding a 
change in the rate of discount without the permission of the 
Government was to cease the day resumption began. It was 
further decreed that the reserves of the banks of emission 
should be composed entirely of metallic money having a legal 
course in the kingdom, and that these reserves could not be 
alienated or converted into silver, and that the notes of the 
banks must be payable either in coin or in State notes. Finally, 
the Government was authorized, by redeeming the small paper 
notes, to put into circulation the subsidiary silver money, and 
such other decimal money in gold or silver as it might possess. 
The operation of the loan was immediately begun. The 
contract * was signed for the Government by the Minister of 
Finance and for the contracting parties by the National Bank, 
in its own name and in that of Baring Brothers & Co. and C. J. 
Hambro & Sons, of London, of the Discount Bank of Paris, 
and of the Italian Credito Mobiliare, representing a syndicate 
of Italian banks. The nominal capital f on which the loan 

*PrestUa di 644 MiUoni: Kelazione presentata dal Ministro delle Finalize 
interim del Tesoro, O. Magliani, nella tornata dell' 8 Aprile, 1883, p. 5. 
ilbid., p. 6. 



398 QUARTERLY JOURNAL OF ECONOMICS 

was based, in 5 per cents., at a fixed price of 88.25, was 
729,745,000 lire, which, if the loan proved successful, would 
yield the 644 mil. desired. The contract* provided for 444 
mil. in gold and 200 mil. in silver, and the time within which 
these sums should be paid to the treasury was fixed at not 
later than September 30, 1882. The rente for the loan was 
to be delivered in Paris with interest from January 1, 1882, 
at the rate of a little less than 5 per cent. (4.988), at 87.17. 
The fixed price, as has been said, was 88.25 at 5 per cent. ; 
but the Italian tax on rente reduced this to the stated figures.f 
Owing to the difficult state of the markets, t — the Tunisian 
and Egyptian crises, the Paris crisis, and the American demand 
for gold, — the original contract for the loan was modified, and 
the time extended to February 15, 1883. In return for this 
concession, the banks agreed to furnish 47 mil. more in gold 
than had been stipulated, thus raising the total amount of 
gold to 491 mil. 

On January 31, 1883, the accounts between the contract- 
ing parties were closed. The loan had proved successful, and 
the 644 mil. had beeD paid. Of this amount, 44 mil. had 
been paid to the National Bank as provided, by a mere trans- 
fer of accounts ; and the 600 mil. remaining had been either 
remitted to the treasury in metal, or comprised in payments 
made against Italian liabilities abroad on the half-yearly pay- 
ments on the public debt, or on the payments (14 mil.) due on 
the share of Italy in the St. Gothard tunnel. The operation 
had been conducted with great secrecy, § in order not to alarm 

• PrestUa di 644 Milioni, p. 6. 

t " The price at which It should be issued was fixed by agreement at 88.25 for 
5 lire of rente, from which had to be deducted interest accruing in the quarter 
between January 1, 1882, when interest began to run, and March 31, the mean 
date of payment by subscribers. This, after the tax on personal property, netted 
1.08 lire for every fire of rente, reducing the real price of issue to 87.17, which is 
within the limit prescribed by the law, since it corresponds to an annual interest 
slightly under 5 per cent. (4.988)." Relazione delta Commissione Permanente, sui 
ProwedimenHper I' Abolizione del Corso Forzoso, June 17, 1882, p. 43. 

t PrestUa di 644 MUioni, p. 7. 

§ Economist, December 10, 1881. " Sometimes the influence of the operation 
appears in the fact that gold on the way from Australia to an English port is 
intercepted on its passage. Sometimes a report comes that a supply has been 
drawn from an out-of-the-way foreign bank, where the existence even of any 
stock on a comparatively large scale had scarcely been imagined. . . . The present 
operation is one in which the natural current is turned and made to run in a 
direction opposed to that which it would usually follow." 



APPENDIX 399 

the markets, and, as a matter of fact, was scarcely felt. An 
analysis of the sums in coin delivered to the treasury shows 
that nearly every civilized country was laid under contribu- 
tion for gold.* 

France supplied 66.7 mil. Russia supplied 25.2 mil. 



America 


65.8 


Australia 


10. 


Germany 


65.5 


Denmark 


5.5 


England 


59.2 


Switzerland 


.2 


Italy 


58.4 


Belgium 


2.3 


Austria 


38.5 


Spain 


.6 



Total, 397.9 

The silver taken, as was natural, was less evenly divided. 
France furnished 80.5 mil.; Switzerland, 4.5 mil.; Belgium, 
0.7 mil. ; and Italy some 29,000 lire, — in all, 85.8 mil. in silver. 
In addition to the coin, 116 mil. on credit,t as we have said, 
was also furnished. This credit was reckoned as £ gold, or 
45.8 mil., and £ silver, or 70.2 mil.J Beginning with July, 
1881, the payments were made as follows : — 

Gold. Silver. 

To December 31, 1881, 150.5 mil. 16 mil. 

" December 31, 1882, 238. 66.8 

" March 1,1883, 8.9 3. 

398.2 85.8 

Silver, 85.8 

Credits, 116. 

600. 

Comparing the credit conditions § at the beginning and end 
of the operation, we find an appreciable variation in the price 
of rente, while exchange becomes somewhat easier. 

Feb. 3 to Apr. 7, 1881. Feb. 15 to Mar. 3, 1883. Mar. 31, 1883. 

Average, Average, 

Paris London Berlin Paris London Berlin Paris London Berlin 

5 per cents. 89.75 88.37 90. 89.40 88.37 89.70 90.75 89.87 90.90 
Exchange on 

Italy, 101.20 25.65 125.35 100.21 25.28 123.62 

Nothing, meanwhile, had happened to bring any new or un- 
favorable element into the situation. The budgets, | notwith- 

* Prestita di 644 MUionl, p. 22. t Ibid. p. 12. tlbid., pp. 25, 26. 

§ Ibid. , pp. 31, 32. || Annuario, 1884, pp. 1054-1068. 
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standing the gradual cessation of the grist-tax, had annually 
presented a surplus. 

Receipts. Expenditures. Surplus. 

1879 1228.1 1186.8 42.3 

1880 1223.6 1196.7 26.9 

1881 1280.9 1229.6 51.4 

1882 1301.6 1297.6 4.0 

The yield of the taxes * showed a favorable increase also : — 

Direct. Consumption. " Sugli affari." 

1879 361.80 469.90 153.61 

1880 364.27 443.23 166.76 

1881 373.46 484.17 169.04 

1882 382.55 491.82 169.44 

Finally, the special commerce t presented the following 

results : — 

Imports. Exports. Difference. 

1879 1262 1101 161 

1880 1226 1132 93 

1881 1332 1192 140 

1882 1345 1156 189 

The general progress in every way had shown no signs of 
cessation. And Italy was now better situated for a transfor- 
mation of the currency than when, two years before, the bill 
for resumption had been passed. 

Everything, then, was in readiness. By a royal decree t 
of the first of March, 1883, April 12, 1883, was fixed as 
the day for the cessation of the forced currency, and meas- 
ures were taken for the formal execution of the provisions 
made for resumption by the law of April 7, 1881. On 
the date thus fixed for resumption, the condition of the 
treasury § was strong. It had in gold 515.3 mil. ; in silver 
5-franc pieces, 19. mil. ; in small silver money, 136.7 mil. ; and 
in non-decimal money, or in bullion, 6.7 mil., — making in all 
677 mil. in specie. The amount of paper outstanding, which, 
as we have seen, was 940 mil. in 1881, had been somewhat 
reduced. On the first of December, 1881, the treasury had 
begun to redeem || in small silver the 50 centimes notes, and 

Annuario, 1884, p. 1054. t Ibid., 1885, pp. 718,719. 

tBullettino Ufflciale, 1883, pp. 141-145; also given in Seeonda Relatione delta 
Commissione Permanente, December 1, 1883, p. 179. 

§ Sachs, L'ltcUie, p. 648. II Bullettino Ufflciale, 1883, p. 100 et seq. 
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at the time of resumption 6.8 mil. had been withdrawn. Fur- 
ther, in accordance with an agreement made in 1872, by which 
the banks of emission had facilitated certain operations of the 
Government, the treasury now redeemed in gold 50 mil. of the 
ex-Consorzio notes held by the banks. These two steps re- 
duced the amount of State paper money to 883.2 mil. As it 
was intended to leave in circulation 340 mil. of this amount, 
the total sum to be withdrawn was 543.2 mil. 

The operation began quietly. The time was a fortunate 
one, in that trade was commonly in April at a slack-water 
point. But, better than this, the foreign exchanges * became 
strongly favorable to Italy, and brought an appreciable amount 
of specie into the country. From the 12th of April to the 
30th of June, 1883, the importation of coin reached 10.5 mil., 
of which 6.2 mil. was in gold. No great pressure f for specie 
was shown. From the 12th of April to the 30th of June, 1883, 
only 1.5 mil. per day were exchanged against gold and silver. 
At no time did the operation stand in the slightest danger of 
panic. 

The amount of ex- Gonsorzio notes remaining in circulation 
at several dates, and consequently the movement of with- 
drawal, is shown in the following table, X in millions of lire : — 





Dec. 31, 
1831. 


April 12, 
1883. 


Julyl, 
1883. 


Julyl, 
1884. 


Julyl, 
1885. 


July 1, 
1886. 


with- 
drawn. 


50 c. 


11.11 


4.33 


4.04 


2.18 


1.60 


1.53 


9.58 


11. 


39.86 


40.10 


36.28 


12.68 


5.55 


4.05 


35.81 


2 


65.53 


66.12 


60.50 


19.96 


7.89 


4.81 


60.72 


5 


201.47 


201.28 


183.14 


82.96 


42.43 


25.57 


175.90 


10 


242.36 


241.96 


241.78 


124.51 


65.53 


35.94 


206.41 


20 


50.26 


48.38 


43.87 


30.27 


18.27 


10.93 


39.33 


100 


60.00 


58.07 


53.22 


38.89 


25.40 


17.89 


42.11 


250 


87.83 


74.91 


67.23 


44.03 


23.72 


18.37 


69.46 


,000 


181.58 


148.06 


129.16 


81.67 


44.64 


39.64 


141.94 



940.00 883.21 819.22 437.15 235.04 168.74 781.26 

To replace 5 and 10 lire notes, as provided by the law of 

•Cucheval-Clarigny, Les Finances de Vltalie, p. 157. 
t Sachs, Vltalie, p. 648. 

t Annuario, 1882, pp. 1138, 1139 ; 1885, pp. 890, 891. Belazione della CommUsione 
Permanente, 1883, p. Ill; 1884, pp. 19, 27; 1885, p. 28; 1886, p. 24. 



Replaced, by 


Withdrawn. 


State notes. 






56.79 




63.99 


218.16 


382.07 


71.79 


202.11 


15.14 


76.30 
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1881, State notes were issued, and were in circulation* as 
follows : — 

July 1, 1884. July 1, 1885. July 1, 1886. 

51. 84.14 99.00 100.00 

101. 134.02 190.95 205.09 

218.16 289.95 305.09 

The summary of operations down to July 1, 1886, stands, 
then, as follows : — 

Redeemed 
in Cash. 
Before April 12, 1883, 56.79 

April 12 to July 1, 1883, 63.99 

Year ending July 1, 1 884, 163.91 

Year ending July 1, 1885, 130.32 

Year ending July 1, 1886, 61.16 

Totals, 476.17 305.09 781.26 

The total paper circulation, both State and ex-Consorzio, 
remaining as a charge upon the treasury stood, at the several 
dates, as follows : — 

December 31, 1881, 940.00 July 1,1884, 655.31 

April 12, 1883, 883.21 July 1,1885, 524.99 

July 1,1883, 819.22 July 1, 1886, 463.83 

At the date last named, the balance remaining from the 
loan of 600 mil. lire, after deducting 476.17 mil. for redemp- 
tions and 2.73 mil. for redemptions in progress, f was 121.10 -|- 
mil., which, with 170.02 mil. cash in the treasury, made the 
total stock of metal actually in hand after three years of 
specie redemption 291.13 mil. lire. 

*Relazione, 1884, p. 25; 1885, p. 29; 1886, p. 25. 
t Relatione, iv. 31; v. 28-31. 



